Purpose -This paper aims to examine the effect of financial restatement on changing the auditor in the following years.
Introduction
The financial statements of companies listed on the Tehran Stock Exchange suggest that financial statements are more likely to be for companies with annual adjustments. Although responsible for the preparation and presentation of the financial statements of a management's firm, audited financial statements, a joint product auditee and the auditor will be considered. A company may want to enhance the quality of auditing and restoring its reputation after announcing financial restatements to public investors and therefore may apply to dismiss its auditor. Restatements have a significant impact on a company, which may impose severe costs on firms. In common views, it depends on the type of restatement as it can often decrease the audit quality.
A common definition of audit quality by DeAngelo (1981) is "assessment (inferred) market", with the possibility that the auditor has defined it as either:
cases of material misstatement in the financial statements and accounting system or client to be discovered; or material misstatement found to be reported.
The financial restatements are a factor that, in addition to offering comparability, can put in doubt the reliability of financial statements. In fact, financial restatements, unlike bankruptcy and firm failure, reflects a company's financial credit crisis, constitutes a breach of trust of shareholders and are signals indicating that the financial statements are not valid (Chen et al., 2014) . Financial restatements raise questions about the integrity of management, the adequacy of internal controls, the effectiveness of the audit committee, auditor independence and audit quality (Gleason et al., 2008) . In addition, when the audited financial statements are restated, the validity of the auditor's opinion and the audit process will sometimes be questioned because published data are, on occasion, not free of critical errors (Stanley and DeZoort, 2007) . The financial restatements are not only considered a failure during the process of financial reporting but also, more importantly, considered a failure of audit (Mande and Son, 2013) . Given the incentives and disincentives that exist in the relationship between the external auditor and the audited, the auditor-client relationship is expected to end. If the restatement is due to mistakes that are considered a failure during the audit, it is expected that the current auditor will be dismissed and an auditor of higher quality will be selected by the company as a replacement. Liu et al. (2009) stated that the US Securities and Exchange Commission and users of the financial statements considered the restatement to be a sign of auditor weakness, and their results showed that shareholders are more willing to dismiss the auditor after financial restatements. In addition, there are studies which argue that the rate of auditor dismissal after the financial restatements is more than the normal rate of auditor's dismissal (Hennes et al., 2012) . Overall, that is the subject of this study: whether auditor change occurs following financial restatements; and, as the severity of a restatement increases, does the restatement in the year following the auditor change also increase? If the restatement is considered to be a result of auditor failure, restatement companies with strong corporate governance are more likely to change their auditors more often. Is it possible for restatement companies to change non-big audit firms more often as compared with big audit firms, and is auditor change more likely simultaneously with chief executive officer (CEO) change?
1.1 Iranian accounting and financial reporting environment Auditing standards are regulatory and are compiled by professional associations (in Iran by Iran's CPA) and are communicated to auditing firms. These auditing standards undertake the validation and insurance of financial statement duty. Therefore, the auditing standards pay attention to financial statement users and try to financial information with more transparency. The Tehran Securities and Exchange Organization (TSEO) (2013) notes that the objective of the formation of auditing is to assist corporate boards of directors in fulfilling their supervision function and provide reasonable assurance concerning: the effectiveness of corporate governance procedures, risk management and internal controls; quality of financial reporting; effectiveness of internal auditing; Financial restatement on auditor changes independence of external auditors as well as the effectiveness of external auditing; and compliance with regulations and requirements.
Theoretical issues, literature review and hypotheses development
Economic decision makers always need reliable information to make reasonable and logical decisions. Providing such information is exclusive to economic companies and enterprises, and the information users rely on the financial information (Salehi et al., 2017c) . As such, auditors lend credibility to financial information. Audited financial statements are used to ensure transparency regarding the financial information of firms, so audit quality is an important aspect in the field of audit and capital market (Salehi et al., 2017b) . Although responsible for the preparation and presentation of financial statements within a management firm, audited financial statements, a joint product auditee and the auditor will be considered. A company may apply to dismiss its auditor to enhance the quality of their auditing and refund reputation after announcing financial restatements to public investors. Restatements have a significant impact on a company, which may impose severe costs on firms. In the common view, it depends on the type of restatement and can decrease audit quality. In this section, we express evidence of researchers' previous efforts to study the effect of financial restatement on the change in auditor in the form of financial restatements, severity of restatement, corporate governance, audit firm size, CEO change as well as other factors.
Financial restatements
Financial statements of business units are only useful when they have been consistently prepared with information included from previous periods. Observing uniformity in the preparation of financial statements enables the comparison of the financial statement items during different periods (Nevisi et al., 2005) . The purpose of financial restatements is so that the qualitative characteristics of the comparability of financial statements can be maintained. Palmrose et al. (2004) argued that the need for financial restatements is determined by a company's management, its auditor or the US Securities and Exchange Commission.
Studies have shown that a high percentage of restatements in Iran are due to the correction of accounting errors (Kurdestani et al., 2010) . This indicates that the accounting information is questionable in terms of being free from falsehood. The results of Saaei et al. (2013) showed that the maximum financial restatement, in terms of numbers, is related to debts. Debts include accounts such as tax savings, declared and payable dividends and accounts payable within the group; 34.20 per cent of the debt restatement are due to reforming tax saving balance because the tax proceeding is time-consuming.
Some studies have stated the consequences of the following financial restatements: financial restatements increase the cost of capital (Hribar and Jenkins, 2004) and the change of board of directors, CEO and audit committee changes (Srinivasan, 2005) , and shareholders are more willing to dismiss the auditor after financial restatements . Hennes et al. (2012) showed that the rate of auditor dismissal after financial restatement is more than the normal rate of auditors' dismissal. Mande and Son (2013) examined the relationship between the financial restatements and auditor change, and their results showed that restatement is an important factor for changing the auditor in the next year. Agrawal and Cooper (2007) illustrated that the turnover of CEO, senior management and APJIE 11,3 employees in restatement companies is higher as compared to controls, but no evidence has been found that the restatement companies were more likely to change their auditors. On the other hand, the results by Chi and Sun (2014) indicated that financial restatement have a negative relationship with the auditor change, CEO replacement and the improvement of the internal control system. Salehi et al. (2017a) provided empirical evidence on the impact of abnormal audit fees on future restatements. The results reveal that there is a negative relationship between the two; specifically, abnormal audit fees are lower in the periods leading up to the occurrence or announcement of the restatement. In fact, the probability of repetition of future restatement is reduced by changing auditor, CEO replacement and the improvement on internal controls.
On the basis of the above, the first hypothesis is expressed as follows:
H1. There is a relationship between restatements of financial information and audit change in the following year.
Severity of restatement
The figure of financial statements is not equal to the figure of financial restatement for several reasons, including change in accounting practices, mistakes, revision of estimates made by management and change in the classification of provided figures. The only change in accounting procedure and error correction is classified as annual adjustments and their effect will be ex post facto (Saaei et al., 2013) . The annual adjustments also adjust the net balance (loss) accumulated at the beginning of the period. Mande and Son (2013) concluded that if the severity of financial restatement increases, the auditor change will be increased. The results by Hennes et al. (2013) showed that after severe financial restatement, more auditors are dismissed. They indicate that the severity of restatement is positively related with the auditors' dismissal rate.
On the basis of the above, the second hypothesis is expressed as follows:
H2. As the severity of a restatement increase, the auditor changes in the following year of restatement also increases.
Corporate governance
Corporate governance mechanism created in response to conflicts of interest between owners and managers in companies and the conflicts of interest arising from the separation of ownership and control, and corporate governance mechanisms can be internal or external (Gillan et al., 2007) . Various studies have shown that the financial restatements may occur more often in companies with poor corporate governance, but some research suggests that no significant relationship exists between the components of corporate governance and financial restatements. Some of the research carried out in this area, including research by Nabar et al. (2009) , found that in restatement firms before the financial restatements, the possibility of the presence of a board and an audit committee with lower independence is more than that of the control group companies. Baber et al. (2009) show that restatement occurs more in companies with poor corporate governance. But Abdullah et al. (2010) found that the main reason for data manipulation is achieving a certain level of profit and, among independence of the board, CEO ownership and duality of CEO tasks, there are no significant relationships with financial restatements.
Financial restatement on auditor changes
In this study, corporate governance is applied as a moderating variable between financial restatements and auditor change. Lin and Liu (2009) stated that the establishment of the efficient governance system can reduce auditor switches and, therefore, improve the quality of audits. But the results of Asthana et al. (2010) showed that companies with stronger corporate governance were more likely to change their auditor at the beginning of the collapse of Enron. However, Chen and Zhou (2007) found that companies with a more independent audit committee had financial expertise, and an independent board of directors and had already ended their relationship with Anderson sooner.
In addition, Farber (2005) argued that corporate governance plays an important role in restoring the credibility of financial reporting after financial restatements. Mande and Son (2013) showed that auditor change is more prevalent in restatement companies with strong corporate governance, so if we consider the restatement as the failure in an audit, it is expected that companies with a higher corporate rate perform measures to restore the confidence of investors and audit quality by changing the auditor.
Given the above, the third hypothesis is expressed as follows:
H3. Restatement companies with stronger corporate governance as compared with other companies change their auditors more in the following year.
Audit firm size
The auditor change process has two stages: the decision to change the auditor and the decision to choose a new one (Francis and Wilson, 1988) . Companies that choose large audit firms are usually large themselves and have more sophisticated operations and dismiss their auditors less (Hennes, Leone and Miller, 2013) . Although financial restatements increase investor concerns over the ability of an auditor to monitor the future financial reporting, restatement does not always change the auditor. Auditor change is costly (Hennes et al., 2013) . Costs are imposed on the auditor and the audited. The cost of changing the auditor includes the following: costs incurred by the client for auditor training about company operations, systems, financial reporting methods and accounting issues; costs incurred by the client to choose a new auditor (the time taken to review proposals); and increased risk of auditor failure in the first year of audit (Blouin et al., 2007; Geiger and Raghunandan, 2002; Myers et al., 2003) .
There are higher costs for larger companies to change their auditors after restatements, and often, smaller auditing companies are dismissed as compared to larger ones (Hennes et al., 2012) . The results by Hennes et al. (2013) showed that after severe restatement, auditors were more likely to be dismissed, and that the severity of restatements has a positive association with the auditors' dismissal rate; they also found that non-big auditors' dismissal rate (12.4 per cent) is higher than that of big auditors' dismissal rate (9.3 per cent). Given the above, the fourth hypothesis is expressed as follows:
H4. In restating companies, non-big auditing firms change more as compared with big audit firms in the following year. APJIE 11,3
Chief executive officer (CEO) change
Financial restatements result in a loss of investor confidence about the reliability of financial statements. Restating companies change their board of directors and CEOs to improve the quality of financial reporting (Desai et al., 2006; Srinivasan, 2005) . Restating companies may change both their auditors and CEOs, or may choose to change only one of them. Results by Agrawal and Cooper (2007) showed that the changes of CEO and senior managers' within financial restating companies is more than other firms, at 14 and 8 per cent respectively; moreover, they found no evidence by using logistic regression to show that the auditor change was high in restating companies. The results of the analysis of 230 companies by Land (2010) showed that companies with high restatement are more likely to change CEO. The results by Hennes et al. (2008) showed the percentage of CEO turnover in the 12 months after restatement (six months before to six months after) for restatement due to irregularities is 49 per cent and for restatement due to error is 8 per cent. Desai et al. (2006) found that the top executives in 60 per cent of restating companies changed. Wilson (2008) examined the reduction of the profit information content after financial restatements and discovered that companies that changed their auditors and board members immediately after the restatement experienced less reduction in information content. Hennes et al. (2013) suggested a weak positive relationship between the CEO change and auditor dismissal. But the chief financial officer (CFO) has a stronger positive relationship with the auditors' dismissal. In general, results showed that the board of directors changes the CEO and the auditor in response to financial restatements.
On the basis of the above, the fifth research hypothesis is expressed as follows:
H5. Restating companies simultaneous with the CEO change are more likely to change auditors.
Samples and models
The study period includes 2008 to 2014. Table I presents the sample selection. Total of observations is 2,212 firm-years.
Research sample includes companies that have been extracted, on the basis of the following conditions and characteristics from the study population: the company must be listed before 2008; financial and non-financial information required for this research should be available in the research period; and the selected company should not be among financial and investment companies.
Also, in Iran, according to Clause 2, Article 10 of the instructions of the audit firms certified by the Stock Exchange adopted in July 30, 2007 of Supreme Council of Stock Exchange, audit firms and partners responsible for auditing each of the legal entities are not permitted to accept the external auditors and legal ombudsman after four years, so for the purposes of this study, auditor mandatory change is controlled. Thus, 105 companies were selected during the period from 2008 to 2014, with a total of 735 (firm-year) observations. The final sample includes companies that are both restating and non-restating. If a company has restatements in one year but does not have restatements in the other years, only the same as firm-year observations is placed in group restating. Other year observations will be in group non-restating companies.
Expanding the research model
The following models will be used to test research hypotheses.
Model (1)
wherein AUDITOR CHANGE: auditor change; REST: financial restatement; MODOP: auditor's opinion; TENURE: natural logarithm of auditor tenure; LNAF: natural logarithm of audit fees; EXPERT: auditor industry specialization; ROA: return on assets; LOSS: company loss; LVRG: financial leverage; GROWTH: sale growth; DA: accruals and SIZE: company size. According to financial restatement (REST) whose factor is B 1 , significance of the first hypothesis is investigated.
Independent variables for test research hypotheses are included: REST: financial restatement (first hypothesis); RESTAMT: the severity of financial restatement (second hypothesis); GOV: corporate governance index and GOV Â REST: the simultaneous effect of financial restatement and corporate governance (third hypothesis); NONBIG: size of audit firm and NONBIG Â REST: the simultaneous effect of financial restatement and audit firm size (fourth hypothesis); and CEO_TO: CEO change and REST Â CEO_TO: the simultaneous effect of financial restatement and CEO change (fifth hypothesis).
wherein RESTAMT: the severity of financial restatement. Due to the variable of severity of financial restatement (RESTAMT) with a factor of B 1 , significance of the second hypothesis is investigated. APJIE 11,3
wherein GOV: corporate governance index and GOV Â REST: the simultaneous effect of financial restatement and corporate governance.
Considering the simultaneous effect of financial restatement and corporate governance (GOV Â REST) with a factor of B 3 , significance of the third hypothesis is investigated.
Model (4)
wherein NONBIG: size of audit firm and NONBIG Â REST: the simultaneous effect of financial restatement and audit firm size. Considering the simultaneous effect of financial restatement and audit firm size (NONBIG Â REST) with a factor of B 3 , the significance of the fourth hypothesis is investigated.
Model (5)
wherein CEO_TO: CEO change and REST Â CEO_TO: the simultaneous effect of financial restatement and CEO change. Due to the simultaneous effect of financial restatement and CEO change (REST Â CEO_TO) with a factor of B 3 , significance of the fifth hypothesis is investigated.
3.2 Measurement of variables 3.2.1 Measurement of dependent variable. Auditor change: if the company changes its auditor in the year after the restatement is one and otherwise zero. Financial restatement on auditor changes 3.2.2 Measurement of independent variables. In this study, to investigate the hypotheses, financial restatements, severity of financial restatement, corporate governance index, audit firm size and CEO change are considered as independent variables:
(1) Financial restatements (REST): If the annual adjustment is more than the importance measure, it is 1 and otherwise it is 0. The importance criterion is 40 per cent in most of the annual adjustments (Agrawal and Cooper, 2008) . (2 which is obtained from the proportion of shares held by the greatest shareholder to the whole shares of firm (Lin and Liu, 2009; Davidson et al., 2005; Ding, Zhang and Zhang, 2007) . If it is greater than average, 1 and otherwise, 0. (8) Stability of CEO (CEO-TENURE): The change of CEO in the past two years, 0 and otherwise is 1. (9) Related party transaction (RPT): The proportion of related party transaction to firm sale (Lee et al., 2014) . If the related party transaction is greater than firm share of total companies mean, it is 0 and otherwise, 1. exchange and the fact that the board size is usually five in most of the companies in this study, to measure the corporate governance index of variables board of directors, independence, institutional ownership (according to DeFond et al., 2005) , the presence of a CEO in the board of directors, CEO stability, transactions with related parties and ownership concentration is used.
The presence of institutional shareholders increases the quality of ownership structure and, despite increasing the quality of corporate governance, act as the depositary and reducer of agency costs (Chung and Zhang, 2009) . Therefore, institutional shareholders have positive impacts on corporate governance. The presence of persons on a board of directors who have no executive positions in the company has positive effects on corporate governance, while CEO membership in the board of directors has negative effects on corporate governance. The concentration of ownership has a positive correlation with corporate governance (Guriev et al., 2003) . Poor corporate governance mechanism is associated with higher transaction with related parties (Gordon et al., 2004) .
To measure size of the audit firm (NONBIG) variable, the following two criteria are used:
(1) the number of partners of the audit firms is calculated such that if it is less than five, is 1 and otherwise 0; and (2) the audit organization is considered a big audit firm and other audit institutions a non-big audit firms. If the firm is audited at the time of restating by the non-big audit firm, it is 1 and otherwise, 0 (Hennes et al., 2013) .
Chief executive officer (CEO) change (CEO-TO): if the CEO is changed in the years after the restatements it is 1, otherwise it is 0 (Hennes et al., 2013) .
Measurement of control variables.
There are other factors that may be associated with the change of the auditor, which are also controlled by entering into the model. Generally, factors affecting the auditor change can be divided into two groups:
(1) factors related to the audit and auditors; and (2) factors related to the characteristics of the entity.
Factors related to the features of audit and auditor include audit fees, audit opinion, the auditor tenure and the auditor industry specialization.
Research shows that the audit fee is the most common reason for customers to change auditors (Ettredge et al., 2007; Brazel and Bradford, 2011; Firth, 1999) , and companies change their auditor after receiving a conditional statement (Hudaib and Cooke, 2005; Firth, 1999) . Research shows that the provisions of the audit report condition has a negative effect on the stock price, so companies that receive the conditional report are more likely to change their auditor (DeAngelo, 1981) . The main concern is to reduce auditor independence by increasing the auditor tenure. Therefore, to limit audit tenure, an audit firm mandatory turnover policy is adopted. In addition, some studies have shown that audit quality is improved by increasing tenure (Ghosh and Moon, 2005) . As a result, there are different views about the auditor tenure, so we expect the auditor change to have a negative or positive relationship with auditor tenure. In addition, the auditor change occurs when the auditor is not an industry expert (Landsman et al., 2009) . Therefore, we expect a negative relationship between the auditor change and the auditor industry specialization.
Factors related to the characteristics of the entity include return on assets (ROA), the firm loss, financial leverage, company growth, accruals and company size.
According to Landsman et al. (2009) and Mande and Son (2013) , to control the financial risk, variables of ROA, firm loss and financial leverage are used. More profitable firms have less Financial restatement on auditor changes financial risk for auditors, so we expect that companies with less profit and loss are more likely to change auditors. Also, in companies with greater financial leverage, financial risk is increased, and we expect the auditor change to increase. Clients who purchase subunits successively, develop new markets or obtain high growth can conclude new contracts because new sectors and managers joined them (Williams, 1988) . It is, therefore, possible that the highgrowth companies change auditors more. Companies that have high negative discretionary accruals are more motivated to dismiss the current external auditor to find a successive external auditor (Defond and Subramanyam, 1998) . As such, it is expected that the change auditor is negatively correlated to discretionary accruals. Given that the auditor change cost is more for large enterprises (DeAngelo, 1981) we expect the auditor change to be negatively related to firm size. Control variables are defined as following: The auditor's opinion (MODOP): 1 if the auditor's opinion is modified, otherwise 0. Auditor tenure (TENURE): the natural logarithm of the year that auditor is present at company as external auditor.
Audit fees (LNAF): the natural logarithm of audit fees (following Mande and Son, 2013) . Industry specialist auditor (EXPERT): auditors' market share is calculated as the total assets of all clients of a special audit firm in a particular industry, divided by the total assets of clients in the industry. In addition, the institutions are considered the industry experts whose market share is more than [1.2 Â (1/firms in an industry)] (in accordance with Palmrose, 1988; Etemadi et al., 2009) . 1 if the auditor is an industry expert and otherwise, 0.
Return on assets (ROA): the ratio of net income to total assets is calculated. Loss (LOSS): 1 if the company has losses and otherwise, 0.
Leverage (LVRG): ratio of long-term debt to total assets is calculated. Firm growth (GROWTH):
Percentage of change in sales (sales of the current year minus the sales of last year divided by the sales of the previous year) is calculated.
Firm size (SIZE): natural logarithm sale. Accruals (DA): in this study, to measure the accruals following Kothari et al. (2005) . First, accruals are obtained using the Jones model. Then, we match the observation based on the year-firm for a company from the same industry in the same year, which has the nearest ROA. Accruals are calculated by considering the difference between DA (before performance-based adjustment) and adjusted DA of return on assets.
Data analysis
First, the descriptive statistics of collected data have been explained. When a mass of quantitative data is collected for research, their organization and summarization are necessary so that it is significantly understandable. Descriptive statistic methods are used for this purpose. In general, the purpose of descriptive statistics is identification of studied variables and summarizing the collected data.
Descriptive statistics
According to Table II, 21 per cent of all observations (158 of 735 cases) have attempted to change their auditor during the period of study. From the 158 auditor changes, 96 are optional (61 per cent) and 62 cases mandatory changes (39 per cent). The most audit optional changes were in 2009 and 2010 and were reduced from 2012, which were probably due to the legal requirements (the mandatory change of audit firms every four years.
As shown in Table III , 457 out of 735 observations have restated their financial statements. In addition, in these tables, the number of auditor optional changes has been presented. The total number of auditor optional changes in the following year the financial restatements were 64 cases. It is obvious that in 2012, 67 cases had financial restatements, and that three cases Descriptive findings from the survey, such as mean, median, standard deviation, minimum and maximum observations, are presented in Table III .
In Table IV , given the proximity of the mean and median in most of the variables, it can be stated that all variables are properly distributed. In addition, Table V shows that 58 
Hypothesis testing
In this study, dummy dependent variable, the logistic regression is used. R software is used for data analysis. Akaicke information criterion (AIC) of three models of General Logistics Systems (GLS) panel models with fixed and random effects will be compared. AIC is a measure of the relative quality of statistical models for a given set of data. AIC estimates the quality of each model, relative to each of the other models. Hence, AIC provides a means for model selection. Lower Akaike value indicates that the model is better.
First hypothesis testing
To determine the appropriate model, the AIC value is calculated. Lower Akaike statistics indicate that the model is better. Using AIC index, three models of GLS panels with fixed and random effects are compared. Because the amount of AIC in the panel model with random effects is lower (Table VI) , using the panel model with random effects is preferable to other methods; so a panel model with random effects is used to test H1.
The results of explaining data related to hypothesis analysis are given in Table VII . According to financial restatement (REST) whose factor is B 1 , significance of first hypothesis is investigated.
In Table VII , it is obvious that p-value of the independent variable of financial restatement is equal to 0.418, which is higher than 0.05; therefore, H1 is rejected. The results show there is no significant relationship between the changing auditor and financial restatements. In other words, financial restatements do not cause auditor Agrawal and Cooper (2007) . But the findings do not match research results of Hennes et al. (2012) and Mande and Son (2013) .
Second hypothesis testing
To determine the appropriate model, the AIC value is calculated. Lower Akaicke statistics indicate that the model is better. Using the AIC index, three models of GLS, fixed and random effects are compared. Because the AIC value in GLS and panel models with fixed effects is less than random effects and GLS, and panel models with fixed effects have identical AIC value, the error rate of GLS and panel models with fixed effects is calculated as 0.87 and 0.34, respectively; hence, given that the error rate of the panel model with fixed effects is less, it is preferable to use the panel model with fixed effects to GLS; so, to test H2, a panel model with fixed effects is used (Table VIII) .
The results of examining the data related to hypothesis analysis are given in Table IX .
Due to the variable of the severity of the financial restatement (RESTAMT) with a factor of B 1 , significance of second hypothesis is investigated.
P-value related to the independent variable of the severity of financial restatement (RESTAMT) is equal to 0.239, which is higher than 0.05, so H2 is rejected. As the severity of a restatement does not increase, the auditor change in the following year of restatement also does not increase. These findings do not match with results of research conducted by Hennes et al. (2013) and Mande and Son (2013) . 
Third hypothesis testing
Using the AIC index, three models of GLS, panel with fixed and random effects has been compared. Table X shows the amount of AIC in the panel model with random effects is lower; it is preferable to use the panel model with random effects to other methods, and so to test H3, the panel model with random effects is used.
The results of examining data related to hypothesis analysis are given in Table XI .
Considering the simultaneous effect of financial restatement and corporate governance (GOV Â REST) with a factor of B 3 , the significance of the third hypothesis is investigated.
P-value related to the simultaneous effect of financial restatement and corporate governance is more than 0.05. Therefore, the third hypothesis is rejected. Restatement companies with stronger corporate governance compared to other companies are not changing their auditors more in the following year.
This finding does not match the results found by Asthana et al. (2010) and Mande and Son (2013) , when they expressed that high-quality corporate governance means a higher likelihood of a change of auditor in the companies contained within the financial statement restatement. One of the reasons for non-compliance can be related to corporate governance systems within specific countries. Corporate governance systems have specific focuses in various countries, including law, capital market characteristics, culture, history and industry organizations, and accordingly, there are significant differences to how companies are run globally (García-Meca and Sánchez-Ballesta, 2009). 
Fourth hypothesis testing
Using the AIC index, three models of GLS, panel model with fixed and random effects has been compared. Because the AIC value in the panel model with random effects is lower, it is preferable to use the panel model with random effects to other methods; so to test the fourth hypothesis, a panel model with random effects is used (Table XII) .
The results of examining data related to hypothesis analysis are given in Table XIII . Considering the simultaneous effect of financial restatement and audit firm size (NONBIG Â REST) with a factor of B 3 , the significance of fourth hypothesis is investigated.
P-value related to the simultaneous effects of financial restatement and if the audit firm size is more than 0.05, so therefore the hypothesis is rejected. Despite the insignificance, the coefficients on REST Â NONBIG are negative, which indicates that auditor change after a restatement is not more likely for the non-big auditors. P-value is related to the non-big auditor (NONBIG), which is less than 0.05, and the coefficient on NONBIG is significantly positive.
In addition, to measure audit firm size, the audit organization is considered a big audit firm and other audit institutions a non-big audit firm. First, using the AIC, three models of GLS, a panel with fixed and random effects has been compared (Table XIV) . The results of examining data related to analysis of this hypothesis are shown in Table XV .
P-value related to the simultaneous effects of financial restatement and if the size of the audit firm is more than 0.05; so in companies that are restating, non-big auditor changes are no more likely than a big auditor changes. Results testing the hypothesis do not match the results found by Hennes et al. (2012 Hennes et al. ( , 2013 . One of the reasons for noncompliance could be related to the fact that after the change of the auditor, a company must select a new auditor, and to select the auditor costs, including time spent on drafting a proposal, are imposed.
Fifth hypothesis testing
Using the AIC index, three models of GLS, a panel model with fixed and random effects has been compared (Table XVI) .
Because the AIC value in the panel model with random effects is lower, it is preferable to use the panel model with random effects to other methods; so the panel model with random effects is used to test H5.
The results of examining data related to the analysis of this hypothesis are given in Table XVII . On the basis of the simultaneous effect of financial restatement and CEO change (REST Â CEO_TO) with a factor of B 3 , the significance of H5 is investigated. P-value related to the simultaneous effect of the financial restatement and the independent variable of the CEO change is higher than 0.05, so the hypothesis is not confirmed; then, companies restating simultaneously with a CEO change are not more likely to change their auditor. In keeping with the results, Hennes et al. (2013) suggested that a weak positive relationship between the CEO change and auditor dismissal does not match. Accordingly, the restating companies improve the quality of financial reporting to the board of directors and CEO change (Desai et al., 2006; Srinivasan, 2005) after the restatements. One of the reasons for this non-compliance is that the company may only change the CEO and not change the auditor simultaneously.
Additional tests
This test examines the annual adjustments due to error correction and change in the auditing procedure by changing the auditor.
Because the dependent variable in additional tests is the auditor change and three states are considered for this change, including lack of change, optional change and mandatory change, multinomial logistic regression model should be used. In multinomial logistic regression, we examine every level compared to the first level:
ALLAUDITOR CHANGE: auditor change may be mandatory or optional. If the company changes its auditor (optional) is 1, and if it changes its auditor after four years (mandatory) 2; otherwise it is 0.
PPA: the annual adjustment results from the change in accounting procedure and the error correction. If the company has annual adjustments resulting from the correction of The results of examining data related to analysis of this hypothesis using a panel test of fixed effects are described in Tables XIX and XX. In this test, two levels of auditor change (optional and mandatory) compared the lack of auditor change.
P-value of the independent variables is more than 0.05, so the restatement due to error correction PPA (1) and due to changes in procedures and error correction PPA (2) do not cause optional and mandatory auditor changes in the year following the financial restatements.
To investigate the amount of annual adjustments, the following model is used: ALLAUDITOR CHANGE: auditor change may be mandatory or optional. If the company changes its auditor (optional), it is 1, and if it changes its auditor after four years (mandatory), 2, otherwise it is 0. Lnadjustment: it is the natural logarithm of the annual adjustment absolute value.
To determine the appropriate model, the AIC value is calculated. Using the AIC index, three models of GLS, panel model with fixed and random effects have been compared (Table XXI) .
Because the amount of AIC in the panel model with fixed effects is lower, using the panel model with fixed effects is preferable to the other two methods.
The results of examining data related to analysis of this hypothesis using a panel test with fixed effects are shown in Tables XXII and XXIII. In this test, two auditor change levels (optional and mandatory), as compared to lack of auditor change, are examined. P-value is related to the variable of annual adjustments greater than 0.05; as such the annual adjustments do not cause mandatory and optional change of the auditor in the coming year after financial restatement.
Conclusion
In this study, the effect of financial restatement following on a year after an auditor change has been discussed. If the restatement is due to mistakes that are considered an audit failure, the client is expected to change their auditor after the financial restatements. The results of the hypotheses present that restatements do not lead to auditor changes, and as the severity of a restatement increases, an auditor change in the year following restatement also does not increase. In financial restating companies with strong corporate governance, the auditor change does not happen more than it does in other firms. In addition, in companies that are restating, non-big auditor changes are no more likely than big auditor changes. Companies restating simultaneously with CEO turnover do not offer a possibility of auditor change. Furthermore, multinomial logistic regression showed that the adjustments resulting from the correction of errors and changes in procedures and Agrawal and Cooper (2007) in that no evidence has been found that the restatement companies are more likely to change their auditors. Findings do not match the research results of Hennes et al. (2012) and Mande and Son (2013) . One of the reasons for non-compliance can be related to the costs and benefits associated with the change of the auditor. A replacement auditor may be useful to help restore the reputation capital (Agrawal and Cooper, 2007) , but the higher the costs of replacing an auditor may outweigh the reasons for changing the auditor. Among other reasons, the possibility of the auditor failing increases during the first year due to inadequate training provided to the audit staff or because of low prices for new work.
Identifying factors that affect the change of auditors when making plans to strengthen auditor independence and regulations for transparency for the reasons behind changing auditors play an important role. With respect to the findings of this study, it is suggested that the Tehran Stock Exchange be involved in the formulation of laws and regulations relating to the disclosure of changes in auditors, and that it is necessary that legal measures be inserted into the clauses regarding auditor changes into the notes of financial or board reports.
